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TRANSPORTATION  AND  TAXES 


EXT0^SION  OF  AN  ADDRESS  BEFORE  THE 
SIXTEENTH  ANNUAL  MEETING,  NATIONAL  TAX  ASSOCIATION, 

WHITE  SULPHUR  SPRINGS,  W.  VA. 

Counties  administer  60%,  and  states  40%  of  all 
highway  funds. 


60.5%  of  all  highway  expenditures  are  for  con- 
struction, and  39.5%  for  current  expenses  including 
maintenance,  amortization  and  mterest. 


Only  5.6%  of  the  general  tax  dollar  is  expended 
for  highways. 


Total  motor  vehicle  taxes  are  more  than  equivalent 
to  the  cost  of  highway  mamtenance. 


Transportation  (motor,  steam,  electric  railways, 
and  waterways)  pay  8.1%  of  the  nation's  tax  bill. 


By 

JOHN  E.  WALKER 
Former  Tax  Advisor  to 
United  States  Treasury 
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The  preparation  of  this  report  would  have 
been  impossible  without  the  cooperation  and 
criticism  of  many  government  and  private  offi- 
cials. The  author  desires  particularly  to  ac- 
knoiiledge  his  indebtedness  to  Mr.  T.  H. 
MacDonald,  Chief  of  the  Bureau  of  Public 
Roads,  and  to  the  members  of  his  staff ;  to  N.  C. 
Damon  and  Clifford  Reeves,  National  Automo- 
bile Chamber  of  Commerce,  and  to  officials  of 
the  Interstate  Commerce  Commission,  Bureau 
of  Census,  Bureau  of  Railway  Economics  and 
American  Electric  Railway  Association,  all  of 
whom  have  given  invaluable  aid  in  the  collection 
and  selection  of  data. 


JOHN  E.  WALKER 


FOREWORD 

The  enormous  increase  in  the  use  of  the  motor  car  in  America  has 
made  the  question  of  highway  construction  and  maintenance  one  of 
the  largest  domestic  problems  of  government  not  alone  for  the  day 
but  for  a  decade  to  come. 

The  public  has  cast  a  vote  of  14.500,000  motor  vehicles  in  favor  of 
highway  transportation  and  each  year  shows  a  gain  in  the  ballot.  It 
is  settled  then  that  we  must  have  roads.  The  question  becomes  one 
of  "How  are  we  to  get  them  ?" 

Who  pays  for  the  highways  which  are  being  built  to-day?  Is  the 
general  tax  payer  being  burdened  unduly  ?  Is  our  highway  program 
one  of  current  tax  expenditure  for  operating  expense  or  is  it  a  matter 
of  in\estment  in  capital  facilities  which  must  add  continually  to  the 
nation's  wealth  ?  Where  does  the  money  go,  once  appropriated  ?  Are 
other  transportation  agencies  being  forced  to  carry  the  load  ? 

These  are  among  the  questions  raised  whenever  highways  are  dis- 
cussed and  there  have  been  few  large  issues  where  exact  information 
has  been  so  lacking-.  In  fact  so  general  has  been  our  misinformation 
that  one  is  reminded  of  the  apt  comment  of  T.  H.  MacDonald,  chief 
of  the  U.  S.  Bureau  of  Public  Roads,  that  "the  trouble  with  all  that 
we  have  known  about  highways,  is  just  that  it  is  not  so." 

Because  the  question  of  "Who  pays  ?"  is  so  important  in  this  high- 
way field,  officials  of  the  National  Automobile  Chamber  of  Commerce 
determined  to  obtain  a  reasoned  answer  of  fact.  Accordingly,  Mr. 
John  E.  Walker,  author  of  the  present  study,  was  asked  to  make  an 
investigation  into  the  official  sources  of  highway  data. 

Mr.  Walker's  findings  clear  away  much  of  the  mist  of  misunder- 
standing and  an  examination  into  his  study  is  commended  to  those 
who  are  interested  in  the  facts  of  highway  finance. 

ROY  D.  CHAPIN, 
Chairman  Highways  Committee, 
National  Automobile  Chamber  of  Commerce. 

Detroit,  Mich.,  December  31,  1923. 
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^HE  purpose  of  this  study  is  to  show  (1)  the 
trend  of  federal,  state,  and  local  taxation;  (2) 
the  relation  of  the  taxes  paid  by  railway,  electric 
and  motor  transportation  agencies  to  the  entire 
federal,  state  and  local  tax  collections,  and  (3)  the 
relation  of  the  highway  income  and  expenditures  to 
federal,  state  and  local  revenues  and  expenditures. 


I.   FISCAL  ANALYSIS 

Receipts,  Expenditures  and  Indebtedness  ot  Federal,  State, 

Oty  and  County  Government 

From  1791  to  1865  the  Internal  Revenue  receipts  of 
the  Federal  Government  never  reached  $200,000,000 
annually.  As  a  result  of  the  taxes  miposed  during  the 
Civil  War,  Internal  Revenue  taxes  reached  $200,000,000 
in  1865  and  $309,000,000  in  1866.  The  Internal  Revenue 
taxes  did  not  again  reach  a  sum  so  large  as  $309,000,000 
in  any  one  year  until  1911.  Internal  Revenue  taxes 
reached  the  peak  in  1920  when  they  amounted  to  $5,399,- 
000,000.  Since  that  time  they  have  been  materially 
reduced  and  the  receipts  from  this  source  in  1923 
amounted  to  $2,624,000,000.   (Chart  1,) 

Ordinary  Receipts  and  Expenditures  of  the 

Federal  Government 

The  ordinary  receipts  of  the  Federal  Government  did 
not  reach  $1,000,000,000  until  1917.  The  ordinary  re- 
ceipts of  the  Federal  Government  reached  their  peak  in 
1920  when  they  amounted  to  $6,700,000,000  and  since 
that  time  they  have  been  getting  less  and  less  each  year. 
During  the  fiscal  year  ended  June   30,   1923,  they 

amounted  to  $4,000,000,000,  {  Chart  2.)  During  the  last 

four  fiscal  years  the  Federal  Government  has  kept  its 
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Comparison  of  Ordinary  Receipts  and  Expenditures 

of  United  States  Government 
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1917     1918     1919     1920     1921     1822  m 


Chart2 


expenditures  well  within  its  receipts  and  on  June  30, 
1923,  it  had  reduced  its  gross  debt  from  its  peak  on 
August  31,  1919,  when  it  amounted  to  $26,597,000,000 
to  $22,350,000,000. 

The  Sinking  Fund 

The  cumulative  sinking  fund  established  by  section  6 

of  the  Victory  Liberty  Loan  Act  became  efifective  July 
1,  1920.  This  act  made  a  constant  appropriation  annu- 
ally for  sinking  fund  purposes  of  $253,000,000.  To  this 
sum  there  will  be  added  each  year  the  interest  which 
would  have  been  payable  on  any  bonds  or  notes  paid, 
redeemed,  or  purchased  for  the  sinking  fund  account 
during  the  year  or  in  previous  fiscal  years.  It  is  calcu- 
lated that  the  cumulative  sinking  fund  will  retire  $10,- 
000,000,000  of  obligations  by  July  1,  1945.  Of  course, 
as  ah  ofifset  against  its  indebtedness  the  United  States 
holds  obligations  of  foreign  Grt)vernments  aggregating 
about  $10,000,000,000. 

Estimate  of  Expenditures  of  the  Federal  Govenmient 

During  the  Fiscal  Year  1924 

The  Second  Annual  Report  of  the  Director  of  the  Bud- 
get made  on  July  1, 1923,  estimates  our  Federal  expendi- 
tures during  the  year  ending  June  30,  1924,  as  follows: 

Ordinary  expenditures  for  operation  of  the  routine 

business  of  the  Government  $1,097,000,000 

Special  routine  expotiditures : 

United  States  Veterans'  Bureau   443,000,000 

Good  Roads   85,000,000 

Pensicms    255,000,000 

Customs  and  Internal  Revenue  Tax  Refunds   140,000,000 

Sinking  Fund  Requirements..   299.000,000 

Interest  on  the  Public  Debt   940,000.000 

Total   $3,259,000,000 

All  others   409,000,000 

Grand  Total   $3,668,000,000 

This  statement  indicates  that  with  the  exception  of 

extraordinary  expenditures  resulting  largely  from  the 
war,  the  Federal  Government  is  nearly  back  to  a  pre- 
war basis  of  expenditures.  This  statement  further  indi- 
cates that  while  the  Treasury  Department  is  carrying 
out  the  sinking  fund  provisions  of  the  Victory  Liberty 
Loan  Act,  the  Federal  Government  expenditures  for 
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the  maintenance  of  the  various  Government  depart- 
ments, including  the  expenditures  for  the  United  States 
Veterans'  Bureau,  Good  Roads,  Customs  and  Internal 
Revenue  tax  refunds,  interest  on  the  public  debt  and 
the  sinking  fund  requirements  will  amount  to  approxi- 
mately $3,000,000,000  for  the  next  22  years  at  least. 

Estimated  Receipts  of  the  Pedeial  Govemment 

During  the  Fiscal  Years  1924  and  1925 
The  Second  Annual  Report  of  the  Director  of  the 
Budget  made  on  July  1,  1923,  estimates  our  Federal  re- 
ceipts for  the  year  ending  June  30,  1924,  at  $3,638,000,- 

000,  distributed  as  follows : 

Customs   500,000,000 

Internal  Revenue: 

Income  and  Profits  Tax  $1,700,000,000 

Miscellaneous   881,000,000  

Total   $3,081,000,000 

All  others   557,000,000 

The  same  report  estimates  our  Federal  receipts  for 

the  fiscal  year  ending  June  30,  1925,  at  $3,487,000,000. 
It  estimates  that  the  reduction  in  receipts  in  1925  as 
compared  with  1924  will  be  $25,000,000  in  customs  re- 
ceipts, $50,000,000  in  income  taxes  and  $76,000,000  in 
revenues  other  than  taxes.  This  report  estimates  the 
1925  Federal  receipts  from  taxes  at  $3,006,000,000. 

This  statement  shows  that  the  customs  and  Internal 
Revenue  Laws  now  on  the  statue  books  will  yield  annu- 
ally about  $3,000,000,000.  It  is  probably  safe  to  estimate 
that  the  revenue  receipts  from  other  sources  will  be 
approximately  equal  to  the  miscellaneous  expenditures. 

*The  Revenues,  Expenditures,  and  Indebtedness 

of  the  States 

The  reports  of  the  Census  Bureau  show  that  the 
revenues  of  the  states  in  1913  aggregated  $368,000,000. 
I^  1921  they  had  increased  to  $959,000,000,  or  161  per 
cent.  The  expenditures  of  the  states  in  1913  aggregated 
$383,000,000  and  in  1921  they  were  $1,005,000,000,  an 
increase  of  163  per  cent.  The  indebtedness  of  the  states 
in  1913  amounted  to  $423,000,000  and  in  1921  to  $1,012,- 
000,000,  an  increase  of  139  per  cent. 

*From  an  address  by. the  late  President,  Mr.  Harding,  in  Utah,  on^Jpne 

26,  \m. 
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*The  Revenue,  Expenditures,  and  Indebtedness 

of  227  of  the  Large  Cities 

The  reports  of  the  Census  Bureau  show  that  227  of 

the  large  cities  collected  in  1913,  $890,000,000  in  reve- 
nues, and  that  in  1921  they  collected  $1,567,000,000,  or 
an  increase  of  76  per  cent.  The  same  group  of  cities 
expended  in  1913,  $1,010,000,000  and  in  1921,  $1,726,- 

000,000,  an  increase  of  71  per  cent.    The  total  debt  of 

this  group  of  cities  in  1913  was  $2,901,000,000,  and  by 

1921  their  debt  had  increased  to  $4,334,000,000,  or  an 

increase  of  49  per  cent. 

The  Revenue  and  Indebtedness  oi  Counties 

President  Harding  in  his  speech  in  Utah  on  June  26, 

1923,  said: 

"County  administration  appears,  from  the  rather 
limited  information  which  at  this  time  the  census 
authorities  have  been  able  to  produce,  to  have  shown  a 
much  larger  proportionate  increase  in  cost  and  tax  col- 
lections than  did  the  government  of  cities.  It  is  stated 
that  for  381  counties,  distributed  among  38  states,  and 
regarded  as  fairly  typical,  the  increase  in  receipts  from 
principal  sources  of  revenue  increased  127  per  cent  from 
1913  to  1922;  that  is  for  every  hundred  dollars  of  reve- 
nue collected  in  1913,  $227  was  collected  in  1922.  And 
that  is  not  all  of  it.  The  total  indebtedness  of  those 
same  381  counties  increased  195  per  cent  in  the  same 
period;  that  is,  for  everv  hundred  dollars  of  debt  in  1913 
they  had  $295  of  indebtedness  in  1922." 


*From  an  address  by  the  late  President,  Mr.  Harding,  m  Utah,  on  June 
26, 1923. 
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Transportation  Paid  8.1%  of  all  Taxes 

in  1921 


Total  Tax  Burden  $8^50,000,000 


Chart  3 
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II.   TRANSPORTATION  TAXES 

The  study  shows  that  the  taxes  paid  in  the  United 
States  in  1921  totaled  $8,950,000,000.  This  is  divided  as 
follows : 

State  and  Local  $4,062,000,000 

Federal    4,888,000,000 

$8,950,000,000 

The  aggregate  state  and  federal  taxes  paid  by  trans- 
portation agencies  in  1921  amounted  to  *$724,713,185. 

.  It  is  thus  apparent  that  taxes  paid  by  motor,  steam 
and  electric  transportation  agencies  amounted  to  8.1% 

of  the  total  tax  burden  of  the  nation.    (Chart  3.) 

/Diverse  Conditions  Govern  Tr<uisportation  Taxes 

At  the  present  time  it  is  not  possible  to  secure  accu- 
rate data  as  to  the  amount  of  taxes  paid  by  common 
carrier  motor  truck  operators  as  a  group.  The  amounts 
given  are  the  taxes- paid  by  both  passenger  cars  and 
trucks — common  carrier  and  owner-operated  not  dis- 
tinguished.  (Chart  4.) 

In  the  case  of  steam  and  electric  rail  carriers,  expenses 
for  maintenance  of  way  and  structures  are  charged  to 
operating  expenses  and  are  paid  out  of  the  rates  charged 
for  service.  It  is  obvious,  however,  that  any  charge  for 
maintenance  of  way  and  structures  in  the  case  of  high- 
way transport  can  only  be  met  by  means  of  taxation, 
since  the  roadbed  which  motor  carriers  use  is  a  public 
highway. 

In  connection  with  motor  vehicle  taxes,  there  should 
also  be  considered  the  vast  investment  in  and  mainten- 
ance of  structures,  such  as  private  garages  for  housing 
them,  public  garages,  service  stations,  etc.,  all  of  which 
pay  a  large  percentage  of  the  tax  bill  for  all  purposes, 
including  highways.  Due  to  the  difficulty  of  accurately 
obtaining  these  figures  they  are  not  used  in  any  way  in 
the  totals  used  later  in  this  summary. 

•  Collection  in  1921  of  the  sum  of  $263,080,128  hy  the  Federal  Government  through 

revenue  taxes  on  freight,  express,  and  jiassenger  transportation  -hould  be  noted.  Inasmuch 
as  this  tax  was  ineffective  after  January  1,  1922,  the  total  of  such  collections  for  1921  has 
not  been  used  in  the  computations.  To  do  so  would  only  reflect  the  situation  for  a  selected 
rear. 
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INTENTIONAL  SECOND  EXPOSURE 


Transportation  Paid  8.1' c  of  all  Taxes 

in  1921 


Total  Tax  Burden  $8,950,000,000 


Chart  3 
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II.   TRANSPORTATION  TAXES 

The  stiidv  shows  that  the  taxes  paid  in  the  United 
States  in  1921  totaled  $8,950,000,000.  This  is  divided  as 

follows: 

Stall-  and  Local  <;4.()^2,(K)0.(MKI 

Federal    4.«88.(JU0.0UU 

SS.yrU.UUU.UUU 

The  aggregate  state  and  federal  taxes  paid  by  trans- 
portation agencies  in  1921  amounted  to  *$724,713,185. 

It  is  thus  apparent  that  taxes  paid  by  motor,  steam 
and  electric  lransi)()rtati(»n  agencies  anmunted  to  8.1  *r 
of  the  total  tax  burden  of  the  nation.    ( Chart  3.) 

Diverse  Conditions  Govern  Transportation  Taxes 

At  the  present  time  it  is  not  possible  lo  secure  accu- 
rate data  as  to  the  amount  of  taxes  paid  by  common 
carrier  motor  truck  operators  as  a  group.  The  amounts 
given  are  the  taxes  paid  by  b(Uh  passenger  cars  and 
trucks — common  carrier  and  owner-operated  not  dis- 
tinguished,   [  Cliart  4.) 

In  the  case  of  steam  and  electric  rail  carriers,  expenses 
for  maintenance  of  way  and  structures  are  charged  t*) 
operating  expenses  and  are  paid  out  of  the  rates  charged 
for  service.  It  is  obvious,  however,  that  any  charge  for 
niainieiiance  of  wa\  and  struciin'es  in  the  case  of  high- 
way  transport  can  only  be  met  by  means  of  taxaticui, 
since  the  roadl)e{l  which  nidor  carrier.^  use  i>  a  i)ul)lic 
highway. 

In  connection  with  motor  vehicle  taxes,  there  should 
als(»  l)c  considered  llic  vasl  inveslincnl  in  and  niainien- 
ance  of  structures,  such  as  i)rivate  i^arai^es  for  housiniif 
them,  public  yara^es,  service  slalions,  eU\,  all  of  which 
pay  a  lar^e  percentaj^e  of  the  tax  hill  for  all  iiur])oses, 
including  hij>h\vays.  Due  lo  ihe  diUlcuhy  of  accurately 
ol)iainiii^'  iliese  tiii'ures  llic}"  arc  imi  used  in  any  \va\  in 
the  totals  used  later  in  this  sunnnary. 

*  Collection  in  1 92 1  of  the  sum  of  $_'(..>.OSi).  1 2S  by  tlu-  I'tMU  ral  < .  'vertniuMit  t!ir'mi»h 
revenue  taxes  on  freiKlit,  expnss.  anil  passenjit-r  transiMivtation  -Imulil  !>e  nntfd.  Inasmuch 
as  this  tax  was  ineffective  after  January  1,  1922.  ilu  i  .  f  -lub  cnHtvtinns  fi»r  1*»2I  has 
Tint  been  used  in  the  computations.  To  <l<i  so  \v»iulil  only  relket  the  situation  for  a  selected 
year, 
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1921  Special  Motor  Vehicle  Taxes 


Total  $337,546,248 


Chart  4 
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Tianspon 


Tax  Details 


Agency 


Federal  Taxes 


State  and  Local 
State  and       Special  Taxes 
Local  Taxes       and  Imposts  Total 

(1)  Mo°tor'  (a)  $115,546^49    (b)  $75,000,000  $147,000,000  $337,546,249 

(2)  Steam  R.  R.'s 
CI.  1  and  non- 
operating  sub- 
sidiaries   

Cls.  2and3  and 
subsidiaries   

(3)  Elec.  rys  


38,898,318        238,256,622 1 


*295, 133,937 

17,978,997 
71,158,000      20,875,000  92,033,000 


$154,444,567      $402,393,619  $167,875,000  $724,713,186 

State  and  Local  Taxation 

A  survey  of  taxation  for  1919  by  the  National  Indus- 
trial Conference  Board  indicates  that  the  total  burden  of 
state  and  local  taxation  was  $2,964,837,000  in  that  year. 
Their  figures  are  based  on  Census  reports  for  1919  and 
upon  reports  of  state  auditors  and  treasurers. 

In  the  same  year  the  Bureau  of  Census  report,  page 
64,  "Financial  Statistics  of  States,"  shows  state  receipts 
from  taxes  amounting  to  $527,819,167,  or  17.8%  of  the 
total. 

In  1921  a  record  is  available  on  only  thirty  states  in 
the  Bureau  of  Census  report,  "Financial  Statistics  of 
States."  These  thirty  states  show  tax  receipts  for  the 
year  of  $373,028,148.  Comparing  these  figures  with  the 
total  for  the  same  thirty  states  in  1919,  we  find  their 
total  then  was  $270,286,846,  or  an  increase  in  two  years 
from  1919  to  1921  of  37%  in  the  state  tax  burden. 

Assuming  that  it  is  a  fair  statement  that  local  taxes 
increased  at  least  as  much  as  state  taxes,  and  applying 
this  percentage  of  increase  to  the  total  tax  burden  for 
1919,  produces  a  figure  for  1921  of  $4,061,826,690  for 
state  and  local  taxation. 

Footnote: 

1.  Joint  Agricultural  Inquiry  Reiiort,  Part  III,  Chajiter  VIII,  p.  3S3. 

2.  Thirty-fifth  annual  Interstate  Commerce  Commission  Report,  1921,  p.  Ixxtii. 

3.  Estimate  American  Electric  Railway  Association. 

(a)  Excise  only — does  not  include  Federal  Tax  on  passenger  cars  for  hire. 

(b)  Personal  property  only. 

*  This  is  die  total  for  all  classes  of  steam  nulroads  and  dieir  subsidiaries.  Class  1  rail- 
road taxes  amounted  to  $275^75.990. 
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1921  Special  Motor  Vehicle  Taxes 


Total  $337,546,248 


Chart  4 


Transportation  Tax  Details 


State  and  Local 
State  and       Speeial  Taxes 

Ajiencv  Federal  Tuxes  Local  Taxes        and  Imposts  Total 

(1)  AIotor   (a)  $115,540^49    (b)  $75,00 J.UUU   $147,UUU,UUU  $337,546,249 

(2)  Strani  K.  R.'s 
CI.  1  and  non- 

(ipiTatiiig  sub- 

Mcliarirs    38,898,318  238,250,022] 

C"l,s.2aiHl3  and  [■  *295,133,937 

siil)si(lianos      1 7.978.997  J 

(.3)  Elcc.  ryi     71.158.000      20,875.0(10  9_M).li.M(i(i 

$154,444,567      $402,393,619  $167,875,000  $724,713,186 

State  and  Local  Taxation 

A  survey  of  Laxaliuii  for  1919  by  the  Nalional  indus- 
trial Conference  Board  indicates  that  the  total  burden  of 
state  and  local  taxation  was  $2,964,837,000  in  that  year. 
Their  fiiiurcs  arc  l)ased  on  Census  reports  for  1919  and 
upon  reports  of  state  auditors  and  treasurers. 

In  the  same  }ear  the  Bureau  of  Census  rei)orl,  pa^c 
64,  'Financial  Statistics  of  States,"  shows  state  receipts 
Iroin  taxes  anR»unting  to  $527,819,167,  or  17.8'^(  of  the 
total. 

In  1921  a  record  is  available  on  only  thirty  states  in 
the  lUireau  of  Census  rei)(>rt.  "Financial  Statistics  of 
States."  These  thirty  states  show  tax  receipts  for  the 
year  of  v$vV 3,028,148.  Comparing-  these  figures  with  the 
total  for  the  same  thirty  states  in  1919,  we  find  their 
total  tlien  was  v'^27().28(),840,  or  an  increase  in  two  \  ears 
from  1919  to  1921  of  37%  in  the  state  tax  biu"den. 

Assuming  that  it  is  a  fair  statement  that  local  taxes 
increased  at  least  as  much  as  slate  taxes,  and  ai)plying' 
this  percentage  of  increase  to  the  total  tax  burden  for 
1919,  ])r()(lnces  a  ligure  lor  1921  of  $4,0C)1,82(),()9U  Up- 
state and  local  taxation. 

F'toTMiiK : 

1.  Joint   Agriciiltiit  al   hi<mir\    Uepnrt,  WiW    Ml.  Cliai'tn   \' i  !  1 .  j..  .>.^3. 

2.  rii i  1  t  >  ti  1 1  ii   ;! 111! iial   1  iitt  i">tatf  ( "onnnrm-  ( 'i tiiniiis^iun  Rciioi  I,  1 J  1 ,  p.  Iwiii. 

3.  l*-->tiwiatr  Anurica ti   l\U'rtrir  Railway   Assoriat  imi. 

(a)  Kxcise  only     (1(K  -  tmt  iiieliide  I'eileral  Tax  on  passenger  ears  ftir  hire. 

(b)  Personal  proi)en\  .mly. 

*  This  is  the  total  for  all  classes  of  steam  railroads  and  their  subsidiaries.  Class  1  rail- 
road taxes  amounted  to  $275,875,990. 
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Sources  of  1921  Highway  Income 


Total  $1449,437,896 


Oiart  5 
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III.   HIGHWAY  INCOME  IN  1921 


An  examination  of  the  sources  of  state  and  local  high- 
way income  as  shown  by  Bureau  of  Public  Roads  figures 
reveals  the  following: 

Amwat         Per  Geat 

From  Bonds  $438,109,273  38.1 

From  Gasoline  Tax  and  Registration  Fees  122,626,166  10.6 

From  State  Taxation: 

General   $415,680,010 

Miscellaneous                       91,215,706  506,895,716  44J2 

Federal  and  Forest  Road  Aid  Fund  (the 
states  include  amounts  earned  but  not 
yet  paid  by  the  Federal  Govfirnment) .    81,806.741  7.1 

'        '  $1,149,437,896  100. 

Thus,  it  is  apparent  that  deducting  the  revenue  from 
bonds,  which  are  a  deferred  charge,  the  current  tax 
charge  for  highways  in  1921 ,  was  $711 ,328,623.  Deduct- 
ing from  this  the  amount  derived  from  the  special 
sources  of  motor  vehicle  fees  and  Federal  aid,  we  find 
that  while  the  total  highway  income  for  1921  was  more 
than  $1,000,000,000,  but  44%  of  this  was  derived  from 
current  general  state  and  local  taxation.  Included  in 
this  44%  is  a  small  amount  from  miscellaneous  sources 
not  readily  classified. 

The  remainder  was  obtained  either  from  bonds  which 
will  be  retired  in  many  instances  from  motor  fees,  from 
♦Federal  aid  funds  (actual  payments  to  the  states  in 
1921  were  equivalent  to  but  48.5%  of  the  Federal  excise 
taxes  imposed  against  the  motor  vehicle  in  that  year), 
or  from  direct  levies  against  the  motor  vehicle  user. 

Putting  it  another  way,  current  general  state  and 
local  tax  levies  for  highway  purposes  in  1921  constituted 
but  5.6  per  cent  of  the  total  national,  state  and  local 
budget  of  $9,000,000,000  and  but  12.4  per  cent  of  the 
state  and  local  budget  of  $4,000,000,000.   {Chart  5.) 

•Excise  taxes  on  motor  vehicles  and  parts  collected  to  June  30,  1923,  totaled  $589,012,- 
021.  During  the  same  period  expenditures  for  Federal  and  Forest  Road  Aid,  includtniT 
administrative  expenses,  amounted  to  hut  $264,7.82,216,  cr  the  equivalent  of  45%  of  the  sum 
collected  by  the  Federal  Government  from,  motor  vehicle  users.  (From  address  of  Secretary 
of  Agriculture  Wallace  before  Investment  Bankers  Association,  Washington,  D.  C,  October 
29,  1923.) 
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Sources  of  1921  Highway  Income 


Total  $1,149,437,896 


Chart  5 
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III.   HIGHWAY  INCOME  IN  1921 


An  examination  of  the  sources  of  state  and  local  high- 
way income  as  shown  by  Bureau  of  Public  Roads  iigures 

reveals  the  following": 

Amount  Per  Cent 

I"roiii  Jlc.iuls   $438,109,273  38.1 

I-"roin  (ia>()!iiu'  Tax  and  Rcgi.stratiun  Fees  12i,()2o,lo6  lU.O 
From  Slate  Taxation: 

Goneral   $41  S.oSO.OlO 

Miscellaneous    91,215,706  506,895,716  44.2 

Federal  and  Forest  Road  Aid  Fund  (the 
states  inciude  amounts  earned  but  not 
yet  paid  by  the  Federal  Government) .    81,806.741  7.1 

$1,149,437,896  100. 

Thus,  il  is  apparent  that  deducting  ihe  revenue  ironi 
bonds,  which  are  a  deferred  chari^e.  the  current  tax 
charge  for  highways  in  1921,  was  $711 ,328,623.  Deduct  - 
ing  from  this  the  amount  derived  from  the  special 
sources  of  motor  vehicle  fees  and  Federal  aid,  we  find 
that  while  the  total  highway  income  for  1921  was  more 
than  $1,000,000,000,  but  44\c  oi  this  was  derived  iri.m 
current  general  state  and  local  taxation.  Included  in 
this  44%  is  a  small  amount  from  miscellaneous  sources 
nut  readil}  classified. 

The  remainder  was  obtained  either  from  ])ond.s  which 
will  be  retired  in  many  instances  from  motor  fees,  from 
"'Federal  aid  funds  (actual  payments  to  the  states  in 
1921  were  e(iuivalent  to  but  48.5'^,'  of  the  Federal  excise 
taxes  imposed  against  the  motor  vehicle  in  that  year  ), 
or  Iroin  direct  levies  against  the  motor  \  ehicle  user. 

i^uttinp  it  another  \va\,  current  general  state  and 
local  tax  levies  for  highway  purposes  in  1921  constituted 
but  5.6  per  cent  oi  the  total  national,  state  and  local 
budget  of  89,000,000,000  and  but  12.4  per  cent  of  the 
state  and  local  budget  of  $4,^00,000,000.   {Chart  3. ) 

*  Kxeise  taxe^  on  motor  vehiclt-s  ami  i)arts  colU'cttMl  to  Jmie  30.  1923,  lulaleil  $58*^012.- 
021.  During  the  s;iiiie  ;k  rmd  txpeinlittires  for  Ki-k  ral  atul  Forest  Roa<l  Aid.  including 
administrative  ^^peIl^^s.  amounted  to  hut  $264,782,210.  *  r  the  equivalent  of  45';  of  t!u  suin 
collected  l.v  the  I'rdei  al  <  loverntiieiit  frniii  nmtor  vehicle  users,  i  Fr<»in  address  of  Secretary 
of  Agriculture  Wallace  before  Iiivcbtnu-iU  Bankers  AsMtciation,  \\  a-^liiiigtou,  I).  C,  Octoher 
29,  1V23,) 
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Administrative  Division  of  Receipts 

Of  the  total  highway  income,  35.3%  or  $405,538,399 
was  received  by  the  state,  while  the  counties  were  col- 
lecting 64.7%  or  $743,899,497.   {Chart  6.) 

Railroad  Share 

The  1921  total  contribution  of  all  classes  of  steam 
railroads  to  the  national,  state  and  local  tax  burden  was 
$295,133,937. 

FEDERAL 

Class  I  roads  and  their  subsidiaries  paid  in  1921  to  the 
U.  S.  Government  the  sum  of  $38,898,318.  Less  than 
two  per  cent  of  the  Federal  Government's  funds  went 
into  highways  during  1921,  hence  the  assumption  is 
that  the  same  relation  held  with  respect  to  railroad 
Federal  taxes,  or  about  $780,000  of  the  railroad  Federal 
taxes  went  for  highways. 

STATE  and  LOCAL 

Assuming  that  the  balance  of  $256,235,619  paid  by  all 
classes  of  steam  roads  and  their  non-operating  subsid- 
iaries was  paid  in  general  state  and  local  taxes,  we  find 
this  amounting  to  6.3  per  cent  of  the  total  of  such  taxes. 

Since  12.4  per  cent  of  all  state  and  local  taxes  were 
applied  to  highways  in  1921  j  it  can  safely  be  assumed 
that  the  same  percentage  of  railroad  taxes  went  to  high- 
ways, which  makes  the  railroad  contribution  through 

state  and  local  governments,  $31,772,969. 

Motor  Share 

Motor  viehicles  in  the  same  year  paid  in  special  and 

personal  property  taxes  the  sum  of  $337,500,000,  or  an 
amount  equivalent  to  nearly  50  per  cent  of  the  total 
highway  income,  exclusive  of  bonds,  but  this  was  only 
available  in  part  for  highway  purposes. 

FEDERAL 

The  sum  of  $115,546,249  was  paid  in  Federal  excise 
taxes,  51.2  per  cent  in  excess  of  the  total  highway  expen- 
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Administrative  Division  oi  Receipts 


COUMT/ES 


64.7% 


Total  $1,149,437,896 
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Administrative  Division  of  Receipts 

Of  the  total  highway  income,  35.37o  or  $405,538,399 
was  received  by  the  state,  while  the  counties  were  col- 
lecting 64.7%  or  $743,899,497.   (^Chart  6.) 

Railroad  Share 

The  1921  total  contribution  of  all  classes  of  steam 
railroads  to  the  national,  state  and  local  tax  burden  was 
$295,133,937. 

FEDERAL 

Class  I  roads  and  their  subsidiaries  paid  in  1921  to  the 
U.  S.  Government  the  sum  of  $38,898,318.  Less  than 
two  per  cent  of  the  Federal  Government's  funds  went 
into  highways  during  1921,  hence  the  assumption  is 
that  the  same  relation  held  with  respect  to  railroad 
Federal  taxes,  or  about  $780,000  of  the  railroad  Federal 
taxes  went  for  highways. 

STATE  and  LOCAL 

Assuming  that  the  balance  of  $256,235,619  paid  by  all 
classes  of  steam  roads  and  their  non-operating  subsid- 
iaries was  paid  in  general  state  and  local  taxes,  we  find 
this  amounting  to  6.3  per  cent  of  the  total  of  such  taxes. 

Since  12.4  per  cent  of  all  state  and  local  taxes  were 
applied  to  highways  in  1921,  it  can  safely  be  assumed 
that  the  same  percentage  of  railroad  taxes  went  to  high- 
ways, which  makes  the  railroad  contribution  through 
state  and  local  governments,  $31,772,969. 

Motor  Share 

Motor  vehicles  in  the  same  year  paid  in  special  and 
personal  property  taxes  the  sum  of  $337,500,000,  or  an 
amount  equivalent  to  nearly  50  per  cent  of  the  total 
highway  income,  exclusive  of  bonds,  but  this  was  only 

available  in  part  for  highway  purposes. 

FEDERAL 

The  sum  of  $115,546,249  was  paid  in  Federal  excise 
taxes,  51.2  per  cent  in  excess  of  the  total  highway  expen- 
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Administrative  Division  of  Receipts 


COUMTIES 


COLLECTED 

35.3% 


64.7% 


Total  $1,149,437,896 


Chart  6 
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ditures  of  the  Federal  Government  through  Federal  aid 
(1921  Treasury  payments).  However,  since  less  than 
2  per  cent  of  the  total  Federal  taxes  were  paid  for  high- 
ways, only  about  $2,300,000  of  these  taxes  can  be  cred- 
ited to  roads. 

STATE  and  LOCAL 

In  1921  the  sum  of  $147,000,000  was  paid  by  the  motor 
vehicle  in  special  state  and  local  taxes  (registration 
fees,  gasoline  tax,  municipal  taxes)  for  the  use  of  the 
highway.  Of  this  amount,  $122,626,166,  or  36.3  per  cent 
of  all  taxes  collected  f  rom  the  motor  vehicle,  was  applied 
directly  to  highways — accounting  for  17.2  per  cent  of 
the  total  current  highway  income,  exclusive  of  bonds. 

In  addition  to  these  special  taxes  the  motor  vehicle 

paid  to  s.tate  and  local  government,  $75,000,000  in  per- 
sonal property  taxes  alone.  Since  12.4  per  cent  of  the 
state  and  local  taxes  were  applied  to  roads,  it  follows 
that  the  same  percentage  of  motor  taxes  were  so  applied 
to  roads  or  approximately  $9,300,000. 

In  detail,  1921  motor  vehicle  taxes  were : 

Federal  Excise: 

Motor  Car   $64,388,184 

Motor  Truck    11.640,055 

Parts,  Tires,  etc   39,518,009 

 $115,546,248 

State  Licenses  (revised  estimate  of  Bureau  of 

Public  Roads)    125,000,000 

Gasoline  (15  states)     11,000,000 

Municipal,  etc   11,000,000 

Personal  Property  Taxes  (36  states  and  D.  C.) . . .  75,000,000 

$337,546,248* 

Highway  Expenditures 

(Bureau  of  Public  Roads  Figures) 

Of  the  1921  highway  income  of  $1,149,437,896,  the 
sum  of  **$1 12,^50,124  remained  available  but  unex- 
pended at  the  end  of  the  year.  This  is  apart  from  avail- 

*  In  addiUon.  s^troxuaatdy  $1,500,000  was  colkcted  in  Federal  tax  on  passenger  cars 

for  hire. 

••This  surplus  is  usually  created  by  cotmties  selling  bond  issues  in  advance  of  the 
reftumneats  of  tiMir  big bway  wn-k. 
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1921  Highway  Expenditures 


Total  $1,036,587,772 


Chart  7 
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di lures  of  the  Federal  Government  through  Federal  aid 
(1921  Treasury  payments).  However,  since  less  than 
2  per  cent  of  the  total  Federal  taxes  were  paid  for  high- 
ways, only  about  $2,300,000  of  these  taxes  can  be  cred- 
ited to  roads. 

STATE  and  LOCAL 

In  1921  the  sum  of  $147,000,000  was  paid  by  the  motor 
vehicle  in  special  state  and  local  taxes  (registration 
fees,  gasoline  tax,  municipal  taxes)  for  the  use  of  the 
highway.  Of  this  amount,  $122,626,106,  or  36.3  per  cent 
of  all  taxes  collected  from  the  motor  vehicle,  was  applied 
directly  to  highways — accounting  for  17.2  per  cent  of 
the  total  current  highway  income,  exclusive  of  bonds. 

In  addition  to  these  special  taxes  the  motor  vehicle 
paid  to  state  and  local  government,  $75,000,000  in  per- 
sonal property  taxes  alone.  Since  12.4  per  cent  of  the 
state  and  local  taxes  were  applied  to  roads,  it  follows 
that  the  same  percentage  of  motor  taxes  were  so  applied 
to  roads  or  approximately  $9,300,000. 

In  detail,  1921  motor  vehicle  taxes  were: 

Federal  Excise: 

Motor  Car   $64,388,184 

Motor  Truck    11,640,055 

Parts,  Tires,  etc   39,518,009 

 $115,546,248 

State  Licensis   (revised  estimate  of  Bureau  of 

Public  Roads)    125,000,000 

Gasoline  (15  states)   11,000,000 

Municipal,  etc   11,000,000 

Personal  Property  Taxes  (36  states  and  D.  C.) . . .  75,000,000 

$337,546^248* 

Highway  Expenditures 

{Bureau  of  Public  Roads  Figures) 

Of  the  1921  highway  income  of  $1,149,437,896,  the 
sum  of  **$1 12,850,124  remained  available  but  unex- 
pended at  the  end  of  the  year.  This  is  apart  from  avail- 

f or  hire  ■'*'*'*''^'  "PPfo^'^a^Iy  $1,500,000  was  collected  in  Federal  tax  on  passenger  cars 

.««!r,2E?il.f".[i'l*l'-'\"'i"''"y  counties  selling  bond  issues  in  advance  of  the 

requirements  of  tbeir  highway  work. 
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1921  Highway  Expenditures 


Total  $1,036,587,772 


Chart  7 


19 


able  but  unexpended  Federal  aid.  The  balance  of 
$1,036,587,772  was  distributed  as  follows :  (Chart  7.) 


.$  626,965,373 

60.5% 

.  248,593,169 

24.0% 

Principal  and  Interest  on  Debts  

89,280,946 

8.6% 

36,031,353 

3.5% 

Purchase  of  Machinery,  Miscell,  etc.. 

35,716,931 

3.4% 

$1,036,587,772 

100.0% 

Administrative  Division  of  Expenditures: 

Of  these  expenditures,  the  sum  of  $413,241,662  or 
39  .9%  was  under  the  control  of  the  state  and  the  sum  of 
$623,346,110  or  60.1%  was  in  the  hands  of  smaller 
political  subdivisions  such  as  counties.   {Chart  8.) 

Comparison  Income  and  Expenditure  Items 

Construction 

The  amount  expended  as  a  capital  investment  for  this 
part  of  the  highway  program  was  61  per  cent.  It  will 
be  noted  by  comparison  with  highway  income  that  the 
funded  portion  (bonds)  was  but  38  per  cent.  Federal 
aid  accounts  for  but  7  per  cent  more.  Much  of  the  dif- 
ference then  is  capital  investment  in  roads  paid  for  from 
current  taxation.   {Chart  9.) 

Expenditures 

Capital  Investment: 

Construction   $  626,965,373 

Current  Expenses: 

.   Maintenance,  etc  '.   409,622,399 

Available  but  unexpended  balance   112,850,124 


$1,149,437,896 

Income 

Fixed: 

Bonds  $  438,109,273 

Current : 

Motor  Fees   $122,626,166 

Federal  Aid    81,806,741 

Miscellaneous  and  Federal  Tax..  506,895,716  711,328,623 
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Administrative  Division  of  Expenditures 


COUNTIES 
CONTROLLED 

60.1% 


ST  A 
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Total  $1,036,587,772 


Chart  8 
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able  but  unexpended  Federal  aid.  The  balance  of 
$1,036,587,772  was  distributed  as  follows :  (Chart  7.) 


Construction   

.$  626,965,373 

60.5% 

.  248,593,169 

24.0% 

I'riucipal  and  Interest  on  Debts  

89,280,946 

8.6% 

Admin.,  Eng.,  etc  

36,031,353 

3.5% 

Purchase  of  Machinery,  Miscell.,  etc.. 

35,716,931 

3.4% 

$1,036,587,772 

100.0  7o 

Administrative  Division  of  Expenditures: 

Of  these  expenditures,  the  sum  of  $413,241,662  or 
39  .9%  was  under  the  control  of  the  state  and  the  sum  of 
$623,346,110  or  60.1%  was  in  the  hands  of  smaller 
political  subdivisions  such  as  counties.    (Chart  8.) 

Comparison  Income  and  Expenditure  Items 

Construction 

The  amount  expended  as  a  capital  investment  for  this 
part  of  the  highway  program  was  61  per  cent.  It  will 
be  noted  by  comparison  with  highway  income  that  the 
funded  portion  (bonds)  was  but  38  per  cent.  Federal 
aid  accounts  for  but  7  per  cent  more.  Much  of  the  dif- 
ference then  is  capital  investment  in  roads  paid  for  from 
current  taxation.   (Chart  9.) 

Expenditum 

Capital  Investment: 

Construction   $  626,965.373 

Current  Expenses: 

Maintenance,  etc  :   409,622,399 

Available  but  unexpended  balance   112,850,124 


$1,149,437,896 

Income 

Fixed : 

Bonds  $  438,109,273 

Current : 

Motor  Fees   $122,626,166 

Federal  .Aid    81,806,741 

Miscellaneous  and  Federal  Tax..  506,895,716  711,328,623 
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Administrative  Division  of  Expenditures 
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Comparison  of  Total  Highway  Income  and 

Expenditure  Items 

Expenditure 


Total  $1,036,587,772 

Income 


Total  $1,149,437,896 

Chart  9 


Maintenance  and  Motor  Taxes 

The  total  charge  for  maintenance,  engineering,  ad- 
ministration, purchase  of  machinery,  and  interest  and 
sinking  fund  requirements  amounted  to  $409,622,399. 
Deducting  the  interest  and  sinking  fund  payments 

which  it  is  fairly  assumed  went  into  construction,  leaves 
the  amount  of  $320,341,453  for  all  other  payments,  in- 
cluding maintenance. 

A  large  portion  of  the  total  figure  of  $320,341,453  used 
for  current  highway  expenditures,  however,  is  charge- 
able to  construction,  including  as  it  does  the  engineering 
and  administration  costs  of  both  maintenance  and 
construction. 

In  comparing  this  figure  with  the  total  taxes  paid  by 
motor  vehicles  in  1921,  it  will  be  noted  that  the  tax 
figure  is  considerably  greater. 

It  should  also  be  borne  in  mind  that  out  of  the  special 

taxes  included  in  the  total  of  $337,500,000  paid  by  the 
motor  vehicle,  but  $122,626,166  or  36.3%  was  directly 
available  for  highway  uses.    (Chart  10.) 

It  would  appear  then  that  much  of  the  special  taxes 
collected  from  the  motor  vehicle  for  highway  purposes 
goes  into  other  funds. 
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INTENTIONAL  SECOND  EXPOSURE 


Comparison  of  Total  Highway  Income  and 

Expenditure  Items 

Expenditure 


Total  $1,036,587,772 

Income 


Total  $1,149,437,896 

Chart  9 


Maintenance  and  Motor  Taxes 

The  tolal  charijc  lor  iiKiintciiancc.  ciiijiiK-criiiL:,  ad- 
ministration,  purchase  of  machinery,  and  interest  and 
sinking;"  iuiul  i\(|uireiiieiu>  aniouiilcd  io  vS409,622,399. 
Deductinjof  the  interest  and  sinkincf  fund  payments 
which  it  is  iairl}  assiiincd  w  ciu  into  C( )nsU"uclit ai,  leaves 
the  amount  of  $320,341,453  for  all  other  payments,  in- 
cluding maiiucnancc. 

A  lar,i;"c  poriidii  of  ihc  l<»lal  figure  ( tL  ^320,341 ,453  used 
for  current  highway  expenditures,  however,  is  charge- 
able to  const  ruction,  includini-  as  it  dues  the  eni>  ineerini>" 
and  adniinistialion  costs  of  both  maintenance  and 

cuiistruciii.ai. 

In  C()ni])arin|Li'  this  TiLiure  with  the  total  taxes  i)ai(l  1)y 
motor  vehicles  in  1921,  it  will  be  noted  that  the  tax 

liiiurc  is  C(>nsi(leral)l\'  Lircaler, 

It  should  also  he  borne  in  mind  that  out  of  the  special 
taxes  included  in  ihe  lutal  ui  ^337,500,000  paid  by  the 
motor  vehicle,  but  $122,626,166  or  36.3^  (  was  directly 
available  Inr  highway  uses.    (C/imi  JO.) 

it  would  appear  then  thai  nmch  oi  the  special  taxes 
collected  from  the  motor  vehicle  for  highway  purposes 
goes  into  other  funds. 
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1921  Special  Motor  Vehicle  Taxes  Available 

For  Highways 


f  MOTOR  TAXES 

AVAILABLE 
FOR  Ml  CM  WAYS 

^12  2,626,166.0-^ 

SS.^^OF  TOTAL  A 


Total  $337,546,248 


Chart  10 
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